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Report of independent Auditors

To the Board of Directors of HumanaDental Insurance Company:

We have audited the accompanying statutory statements of admitted assets, liabilities and surplus of
HMumanaDental Insurance Company (the “Company”) (a wholly owned subsidiary of HumanaDental,
Inc.: a wholly owned subsidiary of Humana inc.) as of December 31, 2008 and 2007, and the related
statutory statements of operations and changes in surplus, and cash flows for the year then ended.
These statutory financial statements are the responsibility of the Company’'s management. Our
responsibility is to express an opinion on these statutory financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United
States of America. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the statutory financial statements are free of material misstatement. An audit
includes examining, on a test basis, evidence supporting the amounts and disclosures in the statutory
financial statements. An audit also includes assessing the accounting principles used and significant
estimates made by management, as well as evaluating the overall statutory financial statement
presentation. We believe that our audits provide a reasonable basis for our opinion.

As described in Note 2 to the statutory financial statements, the Company prepared these statutory
financial statements using accounting practices prescribed or permitted by the Office of the
Commissioner of Insurance of the State of Wisconsin, which practices differ from accounting principles
generally accepted in the United States of America. The effects on the statutory financial statements of
the variances between the statutory basis of accounting and accounting principles generally accepted
in the United States of America, although not reasonably determinable, are presumed to be material.

In our opinion, because of the effects of the matter discussed in the preceding paragraph, the financial
statements referred to above do not present fairly, in conformity with accounting principles generally
accepted in the United States of America, the financial position of the Company as of December 31,
2008 and 2007, or the results of its operations or its cash flows for the years then ended.

in our opinion, the statutory financial statements referred to above present fairly, in all material
respects, the admitied assets, liabilities and surplus of the Company as of December 31, 2008 and
2007, and the statutory statements of operations and changes in surplus and its cash flows for the
years then ended, on the basis of accounting described in Note 2.




Our audits were conducted for the purpose of forming an opinion on the basic statutory basis financial
statements taken as a whole. The accompanying Supplemental Summary Investment Schedule and
fnvestment Risk Interrogatories of the Company as of December 31, 2008 and for the year then ended
are presented for purposes of additional analysis and are not a required part of the basic statutory
hasis financial statements. The effects on the Supplemental Summary Investment Schedule and
Investment Risk Interrogatories of the variances between the statutory basis of accoumting and
accounting principles generally accepted in the United States of America, although not reasonably
determinable, are presumed to be material. As a consequence, the Supplemental Summary
Investment Schedule and Investment Risk Interrogatories do not present fairly, in conformity with
accouniing principles accepted in the United States of America, such information of the Company as of
December 31, 2008 and for the year then ended. The Supplemental Summary Investment Schedule
and Investment Risk Interrogatories have been subjected to the auditing procedures applied in the
audit of the basic statutory basis financial statements and, in our opinion, are fairly stated in ali material
respects in relation to the basic statutory basis financial statements taken as a whole.

QMMMLL?

May 29, 2009




HumanaDental Insurance Company

Statements of Admitted Assets, Liabilities and Surplus

Statutory Basis of Accounting
December 31, 2008 and 2007

ADMITTED ASSETS
Cash and invested assets:
Bonds
Preferred stocks
Common stocks
Short-term investments
Total invested assets
Cash and cash equivalents

Total cash and invested assets

Investment income due and accrued

Premiums receivable

Deferred tax assets

Electronic data processing equipment, less accumulated
depreciation of $1,322,277 and $1,357,096 respectively

Receivable from Humana Inc.

Health care and other receivables

Total admitted assets

LIABILITIES

Benefits payable:

Accident and haalth
Aggregate Reserves:

Accident and health
Advance premiums
Accounts payable and accrued expensas
interest maintenance reseve
Asset valuation reserve
Payable to Humana inc.

Total liabifties

SURPLUS
Common stock, $25,000 par value; 300 shares authorized;
104 shares issued and outstanding
Paid-in surplus
Unassigned surplus

Total surplus

Total Tiabifities and sumplus

2008 2007

$ 73,443,745 $ 77,171,885
346,160 725,000
2,855,502 -
5,897,392 1,795,911
82,445,799 79,682,796
7,574,895 14,202,158
90,020,694 93,884,954
680,638 802,935
1.650,488 1,415,830
734,165 146,087
107,377 114,887

119,881 -
595,787 146,165
$ 93,809,031 $ 96,610,858
$ 15,656,544 P 13,173,185
225,099 166,799
5,629,333 7,687,831
8,189,378 7,742,854
449,922 138,696
69,043 210,380
- 1,861,092
30,119,319 30,980,747
2,600,000 2,600,600
15,000,000 15,000,000
46,189,712 48,030,112
83,789,712 65,630,112

$ 93,909,031

S 9810850

The accompanying notes are an integral part of the financial statements.




HumanaDental Insurance Company
Statements of Operations

Statutory Basis of Accounting

December 31, 2008 and 2007

Earned premiums

Expenses:
Benefits incurred:
Accident and health
Selling, general and administrative expenses
Change in aggregate reserves:
Accident and health

Total expenses
Net underwriting gain
Investment income, net
Amortization of interest maintenance reserve
Other income, net
Realized capital losses on investments, net
(net of capital gains tax benefit of ($577,591) and ($6,959)
respectively, less amount transferred from (to) interest
maintenance reserve of $218,821 and ($20,049), respectively)

Income before federal income tax expense

Federal income tax expense

Net income

The accompanying notes are an integral part of the financial statements.

2008 2007
$ 206,427,719 $ 301,725,155
198,822,132 205,948,583
63,595,448 66,630,825
- 900
262,417,580 272,578,308
34,010,139 29,146,847
3,960,341 3,957,026
95,053 37,542
141,524 119,192
(1,072,669) (12,024)
37,134,388 33,247,683
14,468,751 10,758,902
$ 22665637  $ 22,488,781




HumanaDental Insurance Company

Statements of Changes in Surplus

Statutory Basis of Accounting
December 31, 2008 and 2007

Balances, January 1, 2007

Net income

Change in net defered income taxes
Change in nonadmitied assets
Change in asset valuation reserve
Dividends paid

Balances, Decerrber 31, 2007

Net income

Change in net deferred income taxes
Change i nonadmitted assets
Change Ih asset valuation reserve
Dividends paid

Balances, December 31, 2008

Common Stock Paid-in Unassigned
Shares Amount Sumplus Surplus Total

104  $ 2600000  § 15000000 $45209,790  §63,8997890
22,488,781 22,488,781
(535,954) (535,954)
(168,362} {166,362)

(56,143} {56,143)

(20,000,000 {20,000,000)

104 2,600,000 15,000,000 48,030,112 65,630,112
22,665637 22,8665837

1,233,854 1,233,854

{881,338) (881,338)

141,347 141,347

(25,000,000} {25,000,000)

104 $ 2,600,000  § 15000000 $ 46,189,712  $63,780.712

The accompanying notes are an integral part of the financial statements.




HumanabDentai insurance Company
Statements of Cash Flows

Statutory Basis of Accounting

December 31, 2008 and 2007

Cash from operations:
Pramiums collected
Net investment income received
Net other income
Benefits paid
Selling, general and administrative expenses paid
Federal income taxes paid

Net cash from operations

Cash from investments;
Proceeds from invesiments sold or matured
Cost of investments acquired
Net cash from investments

Cash from financing and miscellaneous activities:
Dividends paid
Other cash {applied) provided
Net cash used for financing and miscellaneous activities

Net change in cash, cash equivalents and short-term investments

Cash, cash equivalents and short-term investments
~ atbeginning of year

Cash, cash equivaients and short-term investments
atend of year

2008

2007

$ 294,019,746

$ 307,524,013

4,441,710 4,514,899
141,524 119,192
(196,280,474) (207,695,853)
(62,879,051) (66,520,396)
(13,891,160) (10,751,943)
25,552,295 27,189,912
152,643,497 34,515,802
(152,338,390) (31,899,612)
305,107 2,616,190
(25,000,000) (20,000,000)
(3,373,184) 2,256,445
(28,373,184) (17,743 555)
(2,515,782) 12,062,547
16,088,069 4,025,522

$ 13572287  $ 16,088,069

The accompanying notes are an infegral part of the financial statements.




HumanaDental Insurance Company
Notes to Financial Statements

Statutory Basis of Accounting

December 31, 2008 and 2007

1.

Reporting Eniity

HumanaDental Insurance Company (the "Company"), a wholly owned subsidiary of HumanaDental, inc.,
a wholly owned subsidiary of Humana Inc. ("Humana"}, is a life, accident and health, and dental insurance
company subject to regulation by the Office of the Commissioner of Insurance of the State of Wisconsin
(the "OCI") and the insurance departments of the states in which it is licensed. The Company was
purchased by Humana from Protective Life Insurance Company ("Protective”). All residual life insurance
and annuity business is 100 percent ceded to Protective through a reinsurance agreement as discussed in
Note 6. The Company is authorized to sell life, accident and health and prepaid dental products in 48
states and the District of Columbia. State regulations require the Company to maintain minimum amounts
of surplus as discussed in Note 8 and limit the payment of dividends as described in Note 7.

The operating results of companies in the insurance industry have historically been subject to significant
fluctuations due to competition, economic conditions, interest rates, investment performance,

maintenance of insurance ratings, and other factors.
Summary of Significant Accounting Policies
The more significant accounting policies of the Company are as follows:

a. Basis of Presentation: The statutory financial statements and accompanying notes are prepared in
conformity with accounting practices prescribed or permitted by the OCI, which vary in some respects
from accounting principles generally accepted in the United States of America ("GAAP"). The

principal differences include:

i, Certain assets designated as nonadmitied assets as described in Note 2(l) are excluded from
the statements of admitted assets, liabilities and surplus by direct charges to unassigned
surplus, whereas under GAAP such amounts would be reported as assets,

i. Bonds and shori-term investments are generally carried at amortized cost, whereas under GAAP
such investments would be carried at fair value with related unrealized gains and losses, net of
deferred taxes, being reported as a component of equity,

ii. Cash overdraft balances are recorded as a reduction to cash, whereas under GAAP overdraft
balances would be classified as liabilities,

iv. An asset valuation reserve ("AVR"} and an interest maintenance reserve are recorded; whereas
under GAAP such reserves would not be recorded,

v. Deferred taxes are provided for the federal income tax consequences of temporary differences,
whereas under GAAP such deferred taxes would be provided for both the federal and state
income tax consequences of such temporary differences,

vi. The amount of admitted deferred tax assats is limited, whereas under GAAP deferred tax assets
would be recorded to the extent they will more likely than not be realized,

vii. Cash coliateral received under the securities lending program and the related liability for the
return of the collateral are not presented in the accompanying statements of admitted assets,
fiabilities and surpius, whereas under GAAP such amounts would be presented,

vili. Comprehensive income disclosures required by GAAP are omitted, and

ix. The statements of cash flows are presented on a statutory basis which classifies transactions
differently than GAAP.

The overall effect of these variances from GAAP, although not reasonably determinable, is presumed
to be material.




HumanaDental Insurance Company
Notes to Financial Statements

Statutory Basis of Accounting

December 31, 2008 and 2007

The OCI adopted the National Association of Insurance Commissioners ("NAIC") Accounting
Practices and Procedures Manual - Effective January 1, 2001 ("Codification”). The OCI has adopted
Codification as a component of its prescribed or permitted practices. The Commissioner of the OCI
has the right to permit other specific practices that deviate from prescribed practices. No deviations

from Codification currently exist.

The preparation of the Company's financial statements requires management to make estimates and
assumptions that affect (a) the reported amounts of assets and liabilities, (b) disclosure of contingent
assets and liabilities at the date of the financial statements, and (c) reported amounts of revenues and
expenditures during the reporting period. These estimates are based on knowledge of current events
and anticipated future events, and accordingly, actual results may ultimately materially differ from

those estimates.

h. Cash and Short-term Investments: Short-term investments include investments mainly in money
market mutual funds with a maturity of twelve months or less from the date of purchase. Short-term
investmants are recorded at amortized cost.  The carrying value of short-term investments
approximates fair value due to the short-term maturities of the investments.

The Company carries cash equivalents at cost, which approximates fair value. Cash equivalents are
highly liquid financial instruments with an original maturity of three months or less.

Under the Company’s cash managemlent system, checks issued but not presented to banks frequently
result in overdraft balances for accounting purposes, and, if applicable, are included in cash
equivalents on the statements of admitted assets, liabilities and surplus.

c. Investments: Investments are valued and classified in accordance with methods prescribed by the
NAIC's Security Valuation Office ("SVO"). Bonds with an SVO rating of 1 through 5 are carried at
amortized cost, with all other bonds being recorded at the lower of amortized cost or fair value; non-
redeemable preferred stocks are carried at fair value and common stocks are carried at fair vaiue.

The Company regularly evaluates the investment securities for impairment. The determination of
whether the impairment is considered other-than-temporary is dependent upon whether a decline in
the fair value of the investment is non-interest related or interest related. The Company considers non-
interest related factors such as (a) the length of time and the extent to which fair value has been less
than cost, (b) the financial condition and short-term prospects of the issuer, and (c) the intent and
ability of the Company to retain its investment in the issuer for a period of time sufficient to aliow for
any anticipated recovery in fair value. An interest-related impairment is deemed other-than-temporary
when the Company has the intent to sell, at the date of the statutory financial statements, an
investment before recovery of cost of the investment. The Company also considers whether its cash
or surplus requirements and contractual or regulatory obligations dictate that the investment may need
to be sold before forecasted recovery occurs. If and when a determination is made that a decline in
fair value below the carrying value is other-than-temporary, a realized loss is recorded to the extent
that the fair value of the investment is below its carrying value. The Company recognized an other-
than-temporary impairment of approximately $1.9 million in 2008 primarily due fo non-interest related
factors. There were no other-than-temporary impairments recognized during 2007,

Amortization of bond premium or discount is computed using the scientific interest method.

Income from investments is recorded on an accrual basis. For the purpose of determining realized
gains and losses, the cost of securities sold is based upon specific identification. Investment income
due and accrued over 90 days past due is nonadmitted. No portion of the investment income due and
accrued was nonadmitted at December 31, 2008 or 2007.




HumanaDental Insurance Company
Notes to Financial Statements

Statutory Basis of Accounting

December 31, 2008 and 2007

The AVR is determined using NAIC prescribed formulas and is reported as a liabifity rather than as a
valuation allowance or appropriation of surplus. The AVR represents an allowance for potential credit-
related investment losses on bonds, equity securities, mortgage loans, real estate and other invested

assets,

Under a formula prescribed by the NAIC, the Company defers the portion of realized gains and losses
on sales of fixed income investments, principally bonds, attributable to changes in the general level of
interest rates and amortizes those deferrals over the remaining period to maturity of the individual
security sold. This net deferral is reported as the interest maintenance reserve in the accompanying
statements of admitted assets, liabilities and surpius.

The Company participates in a securities lending program to maximize investment income. The
Company loans certain investment securities for short periods of time in exchange for collateral initially
equal to at least 102 percent of the fair value of the investment securities on loan. The fair value of the
loaned investment securities is monitored on a daily basis, with additional coltateral obtained or
refunded as the fair value of the loaned investment securities fluctuates. The coliateral, which may be
in the form of cash or U.S. Government securities, is deposited by the borrower with an independent
lending agent. The Company does not recognize collateral received in the accompanying statements
of admitted assets, liabilities, and surplus as required by Statement of Statutory Accounting Principles
("SSAP") No. 81, Accounting for Transfers of Financial Assets and Extinguishment of Liabilities.

d. Fair Value: Effective January 1, 2008, the Company adopted Statement of Financial Accounting
Standards ("SFAS") No. 157, Fair Value Measurements, ("SFAS No. 157") for all reporting based upon
GAAP. This standard expands disclosures about fair value measurements and clarifies how to
measure fair value by focusing on the price that would be received when selling an asset or paid to
transfer a liability (exit price). Fair value is defined as the price at which an asset couid be exchanged
in an orderly transaction between market participants at the balance sheet date and is based upon
quoted market prices when available. On a GAAP basis, the Company's financial assets carried at fair
value have been classified based upon a hierarchy defined by SFAS No. 157. The three tiered

hierarchy is defined as follows:
Level 1 - Quoted prices in active markets for identical assets or liabilities.

Level 2 - Observable inputs other than Level 1 prices such as quoted prices in active markets for
similar assets or liabilities.

Level 3 - Unobservable inputs that are supported by little or no market activity and are significant to the
fair value of the assets or liabilities.




HumanaDental insurance Company
Notes to Financial Statements

Statutory Basis of Accounting

December 31, 2008 and 2007

The Company carries cash, cash equivalents and short-term investments of approximately $13.6
million at statutory fair value, as defined by SSAP No. 2, Cash, Drafts, and Short-term investments, as
of December 31, 2008. These assets are considered Level 1 based upon SFAS No. 157. Preferred
stocks valued at statutory fair value of approximately $0.3 million are Level 2 according to SFAS No.
157 and are valued on a statutory basis as required by SSAP No. 32, Investments in Preferred Stock
(including investments in common stock of subsidiary, controlied, or affiliated companies). Common
stocks valued at statutory fair value of $2.7 million are Level 2 according to SFAS No. 157 and are
valued on a statutory basis as required by SSAP No. 30, Investments in Common Stock (excluding
investments in common stock of subsidiary, controlled, or affiliated companies). In accordance with
SSAP No. 26, Bonds, excluding Loan-backed and Structured Securities, alt other invested assets are

carried at amoriized cost.

e. Statutory Deposits: Investments, generally U.S. Treasury obligations, with fair values of
approximately $6.6 million and $6.1 million were on deposit at December 31, 2008 and 2007,
respectively, to satisfy deposit requirements of regulatory agencies, which are included in bonds in the
accompanying statements of admitted assets, fiabilities and surplus. These assets are valued and
classified in accordance with methods prescribed by the NAIC.

f. Equipment: Equipment is stated at cost less accumulated depreciation. Depreciation expense is
computed using the straight-ine method over estimated useful lives generally ranging from three to
five years. Depreciation expense, including that related to the nonadmitted poriion, was approximately
$256,000 and $233,000 for the years ended December 31, 2008 and 2007, respectively.

Improvements to leased facilities are depreciated over the éhorter of the remaining lease term or the
anticipated life of the improvement.

g. Income Taxes: The amounts recorded for federal income tax expense or benefit on the statements of
operations represent amounts due to or from Humana in accordance with the tax allocation agreement
between the Company and Humana. The Company recognizes an asset or liability for the deferred
tax consequences of temporary differences between the tax bases of assets or liabilities and their
reported amounts in the financial statements. These temporary differences will result in taxable or
deductible amounts in future years when the reported amounts of the assets or liabilities are recovered
or settled. The Company also recognizes the future tax benefits of net operating and capital loss
carryforwards as deferred tax assets. Statutory deferred tax assets are limited to an amount equal to
the sum of taxes paid in the preceding two years, the lesser of (a) the amount of gross deferred tax
assets expected to be realized within one year or (b) 10% of surplus and the amount of gross deferred
tax assets that can be offset against gross deferred tax liabilities. Deferred taxes in excess of these
limitations are nonadmitted. At December 31, 2008, deferred tax assets of approximately $646,000
were nonadmitted. At December 31, 2007, the Company had no nonadmitied deferred tax assets.

h. Earned Premiums: Accident and health premiums are reported as earned in the period in which
members are entitied to receive services, and are net of retroactive membership adjustments.
Retroactive membership adjustments result from enrollment changes not yet processed, or not yet
reported by an employer group or the government. Group life premiums are recognized ratably over
the period of insurance coverage. Premiums received prior to the earned period are recorded as

advance premiums.

i.  Benefits incurred: Benefits incurred include claim payments, capitation payments, pharmacy costs
net of rebates, allocations of certain centralized expenses, legal and administrative costs to settle
claims and varicus other costs incurred to provide health insurance coverage to members, as well as
estimates of future payments to hospitals, dentists, and others for medical and dental care provided
prior to the date of the statements of admitted assets, liabilities and surplus. Capitation payments
represent monthly contractual fees disbursed to participating primary care physicians, and other
providers who are responsible for providing medical and dental care to members.

10




HumanaDental Insurance Company
Notes to Financial Statements

Statutory Basis of Accounting

December 31, 2008 and 2007

The estimates of future medical and dental benefit payments are developed using actuarial methods
and assumptions based upon claim payment patterns, medical and dental cost inflation, historical
developments such as ciaim inventory levels and claim receipt patterns, and other relevant factors.
Corresponding administrative costs to process outstanding claims are estimated and accrued.
Estimates of future payments relating to services incurred in the current and prior periods are
continually reviewed by management and adjusted as necessary.

The Company assesses the profitability of its contracts for providing health insurance coverage and
dental care services {o its members when current operating results or forecasts indicate probable
future losses. The Company records a premium deficiency fiability in current operations to the extent
that the sum of expected future medical costs, claim adjustment expenses and maintenance costs
exceed related future premiums. Investment income is not contemplated in the calculation of the
premium deficiency Hability. At December 31, 2008 and 2007, there were no premium deficiency

liabilities recorded.

Management believes the Company's benefits payable is adequate to cover future claims required,
however, such estimates are based on knowledge of current events and anticipated fufure events, and
therefore, the actual liability could differ from the amounts provided.

j. Administrative Service Only Contracts: Self-funded contract activity represents administrative
service only (*ASO”} contracts under which the various employers retain substantially all health care
service risks, while the Company assumes administrative risk. The Company provides claims
payment, adjudication, reinsurance brokerage and utilization review services to its customers. The
Company does not reflect payment of ASO claims in its statements of operations.

k. Reserves for Life Contracts and Deposit-Type Contracts: The Company waives deduction of
deferred fractional premiums upon death of the insured and holds net level premium reserves on
mortality and interest bases that are consistent with the basic policies. The Company does not return
any portion of the final premium for periods beyond the date of death. Surrender values are not

promised in excess of the legally computed reserves.

As of December 31, 2008, the Company had no life insurance in force for which the gross premiums
were less than the net premiums according to the standard valuation set by the QOCI, as described in

SSAF No. 51, Life Contracts.

Tabular interest, tabular less actual reserves released and tabular cost are determined by formula.

k. Nonadmitted Assets: Nonadmitted assets, consisting of prepaid expenses, net deferred tax assets,
software, furniture and equipment, and receivables past due in excess of 90 days are exciuded from
the statements of admitted assets, liabilities and surplus by direct charges to unassigned surplus, in
accordance with statutory accounting requirements.

m. Reclassification: Certain prior year amounts have been reclassified to conform fo the current year
financial statement presentation. These reclassifications have no impact on the Company's reported
surplus, earned premiums, net underwriting gain, or net income.

i1




HumanaDental insurance Company
Notes to Financial Statements

Statutory Basis of Accounting

December 31, 2008 and 2007

Recently Issued Accounting Pronouncements: The NAIC recently adopted SSAP No. 9§
Treatment of Cash Flows When Quantifying Changes in Valuation and Impairments, an Amendment of
SSAP No. 43 ~ Loan-Backed and Structured Securities, with an effective date of January 1, 2009. In
addition, the NAIC adopted SSAP No. 89, Accounting for Certain Securities Subsequent to an Cther-
Than-Temporary Impairment, with an effective date of January 1, 2009. The NAIC adopted SSAP No.
91R, Accounting for Transfers and Security of Financial Assets and Extinguishments of Liabilities, with
an effective date of January 1, 2008. These pronouncements had no material impact on the
Company's statutory statements of admitted assets, liabilities and surplus, or on the related statutory
statements of operations, changes in surplus, and cash flows when adopted in 2009,

n.

i2




HumanaDental Insurance Company
Notes to Financial Statements

Statutory Basis of Accounting

December 31, 2008 and 2007

3. Bonds

The book/adjusted carrying value and estimated fair value, as determined py the SVO, of bonds at
December 31, 2008 and 2007 were as follows:

2008
Book/
Adjusted Gross Gross Estimated
Carrying Unrealized Unrealized Fair
Value Gains Losses Value
U. 8. Governments $ 25,308,360 $ 729,813 - $ 26,038,273
States, territories and possessions 5224 127 52,908 $ {286,105) 4,990,931
Political subdivisions of states, 1,179,761 27,906 {16,222) 1,191,445
territories and possessions
Special revenue and speciat
assessment obligations and all
non-guaranteed obligations of
agencies and authorities of
governments and their political
subdivisions 25,766,659 624,833 {188,045) 26,201,547
Public utilities 105,855 - {10,172) 95,683
Industrial and miscellaneous 15,857,983 123,334 (1,5684,428) 14,386,889
Total bonds $ 73,443,745 $ 1,558,895 $(2,096,872) $ 72,905,768
2007
Book/
Adjusted Gross Gross Estimated
Carrying Unrealized Unrealized Fair
Value Gains Losses Value
L. 8. Governments $ 9,561,100 g 99,684 $ (2,081) $ 9,658,703
States, territories and possessions 18,405 618 80,721 (84,503) 18,401,836
Political subdivisions of states,
territories and possessions 1,556,344 20,5638 - 1,576,882
Special revenue and special
assessment obligations and all
non-guaranteed obligations of
agencies and authorities of
governments and their political
subdivisions 33,892,988 203,202 (59,996) 34,036,194
Public utilities 106,071 2,025 (658) 107,438
industrial and miscellaneous 13,648,764 292,684 (91,184) 13,851,264
Total bonds $ 77,171,885 $ 698,854 $ (238422) $ 77,632,317

13




HumanaDental Insurance Company
Notes to Financial Statements

Statutory Basis of Accounting

December 31, 2608 and 2007

The book/adjusted carrying value and estimated fair value of bonds at December 31, 2008, by contractual
maturity, are shown below. Expected maturities may differ from contractual maturities because borrowers
may have the right to call or prepay obligations with or without call or prepayment penalties.

Due in one year or less $
Due after one year through five years
Due after five years through ten years
Due after ten years

Book/Adjusted Estimated

Carrying Value Fair Value
1,649,563 $ 1,677,684
20,025,958 20,185,874
10,522,315 9,778,277
41,245,909 41,263,934
73,443,745 3 72,805,769

Total ' 3

Gross realized gains on sales of bonds were approximately $1.0 milfion and $29,000 for the years ended
December 31, 2008 and 2007, respectively. Gross realized losses on sales of bonds were approximately
$381,000 and $87,000 for the years ended December 31, 2008 and 2007, respectively. The Company
recognized an other-than-temporary impairment of approximately $1.9 million in 2008 primarily due fo
non-interest related factors. There were no other-than-temporary impairments recognized in 2007.

Gross unrealized losses and fair value aggregated by investment category and length of time that
individual securities have been in a continuous unrealized loss position at December 31, 2008 and 2007

were as follows:

2008
Less than 12 months 12 months or more Total
Fair Linrealized Fair Unrealized Fair Unrealized
Value |osses Value Losses Value Losses
States, territories and possessions  § 433781 & (48,210 $ 2456994 % (237,194)  § 2,890,775 § (286,104)
Pofitical subdivisions of states,
Territories, and possessions 406,178 (16,222) - - 406,178 (16,222)
Special revenue and special
assessment obligations and all
non-guaranteed obligations of
agencies and authorities
of governments and their
politicat subdivisions 1,580,015 (84,500) 1,124,963 (95,444) 2,714,978 (189,544)
Public utilities 73,651 (7,232) 22,022 (2,940) 95,683 {10,172)
industrial and miscellaneous 9,742,612 (1,272,800} 1,054,858 (321,628) 10,797,570 1,584,428
Total bonds $ 12245247 $ {1439684) § 4,658,937 § (657,206) § 16,905,184 ${2,086,870)
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HumanaDental insurance Company
Notes to Financial Statements

Statutory Basis of Accounting

December 31, 2008 and 2007

2007
Less than 12 months 12 months or more Total
Fair Unrealized Fair Unrealized Fair Unrealized
Valug L.osses Value lLosses Value Losses
U.S. Governments - - 5 34088635 § (2,081y $ 3,488835 $§ (2,08%)
States, territories and possessions § 3,021 298 § (59.035) 4,579,923 {25,468) 7.601,221 (84,503}
Special revenue and special
assessment obligations and all
non-guaranteed obligations of
agencies and authorities
of governments and their
political subdivisions 2,522,400 {22,920) 6,971,900 (37,075) 8,494,300 (55,996)
Public utiliies 24,300 {658) - - 24,300 {658)
Industrial and miscellaneous 1,963,008 {53,159) 825,733 (38,025) 2,788,831 {91,184}
Total bonds 7.531,696 {135,772) 15,876,191 (102,850) 23,407,287 (238,422}
Non-redeemable preferred stock - - 581,740 (143,280) 581,740 {143,260}

Total invested assets $ 7,531,006 3 (135,772) $ 16,457,931 3§ (245810)  $ 23,983,027 § (381,682}

The unrealized losses at December 31, 2008 were primarily due to increases in interest rates from a
widening of credit spreads. Al issuers of securities trading at an unrealized loss remain current on alt
contractual payments and the Company believed is probable alf amounts due according to the contractual
terms of the debt securities are collectible. After taking into account these and other factors, including the
severity of the decline and the Company’s ability and intent to hold these securities until recovery or
maturity, the Company determined the unrealized losses on these investment securities were temporary.

The Company participates in a securities lending program in which the Company loans certain investment
securities for short periods of time in exchange for collateral, consisting of cash or U.S. Government
securities, initially equal to at least 102% of the fair value of the investment securities on loan.
investments with a fair value of approximately $6.0 milion and $20.2 million were loaned out at
December 31, 2008 and 2007, respectively. No collateral was invested in securities with an expiration
date of greater than one year at December 31, 2008. As of December 31, 2008, the fair value of
securities purchased using cash collateral was approximately $127,000 less than the amount of collateral
to be refunded to counterparties. Of this amount, approximately $23,000 was realized as an other-than-
temporary impairment during 2008 and was included in accounts payable and accrued expenses on the
accompanying statements of admitted assets, liabilities and surplus. As of December 31, 2007, the fair
value of securities purchased using cash collateral was equal to at least the amount of coliateral to be

refunded to counterparties.

15




HumanaDental insurance Company
Notes to Financial Statements

Statutory Basis of Accounting

December 31, 2008 and 2007

4. Income Taxes

The principal components of net admitted deferred tax assets in the Company's statements of admitted

assels, liabilities and surplus at December 31, 2008 and 2007 were as follows:

2008 2007
Deferred tax assets:
Advanced premium 3 379,084 $ 538,148
Deferred acquisition cost 367,528 -
Non-admitted assets 316,959 235,284
Vacation pay 262,660 282 428
Other-than-temporary impairment 216,325 -
Depreciation 38,883 58,422
Other 82,704 5,859
Total deferred tax assets 1,664,153 1,120,141
Nonadmitted deferred tax assels 645,876 -
Admitted deferred tax assets 1,018,277 1,120,141
Deferred tax liabilities:
Benefits payable (218,371) {910,820)
Loss adjustment expense (8,440) (36,066)
Other {57,301) {27,168)
Total deferred tax liabilities {284,112) {974 054)
Net admitted deferred tax assets $ 734,165 5 146,087

The change in nonadmitted deferred tax assets from December 31, 2007 to December 31, 2008 was an
increase of approximately $646,000. The change in nonadmitted deferred tax assets from December 31,
2008 to December 31, 2007 was a decrease of approximately $3,500.

The significant components of income taxes incurred for the years ended December 31, 2008 and 2007
consisted of the following:

2008 2007

Current year expense $ 14,621,144 $ 10,8118677
Revision in prior years' estimated taxes (152,393) (52,775)
Federal income tax expense excluding the

benefit from realized capital losses and before

the change in net deferred tax assets 14,468,751 10,758,902
Benefit from realized capital osses {(577,591) (6,859)
Change in net deferred tax assets {1,233,954) 535,654

Total statutory income taxes $ 12,657,206 $ 11,287,897

Income before income taxes differs from taxable income due principally to differences in the statutory and
tax treatment of benefits payable discounting, tax-exempt investment income, interest maintenance
reserve amortization, loss adjustment expenses, advance premiums and revisions of prior years’ estimated

taxes.
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HumanaDental Insurance Company
Notes fo Financial Statements

Statutory Basis of Accounting

December 31, 2008 and 2007

The Company is included in the consolidated federal income tax return of Humana and its wholly owned
subsidiaries. Under a written agreement, Humana allocates the federal income tax liability among the
members of the consolidated return group (including the Company)} based on the ratio that each member's
separate return tax liability for the year bears to the sum of the separate return liabilities of all members.
Benefits for net operating iosses are recognized currently. The final setlement under this agreement is
made after the annual filing of the consolidated income tax return. The Company has no operating loss

carryforwards at December 31, 2008 or 2007.

The amount of federal income taxes incurred in 2008 and 2007 available for recoupment in the event of
future net losses were approximately $13.9 million and $10.8 million, respectively.

Humana adopted the provisions of FASB Interpretation No. 48, Accounting for Uncertainty in Income
Taxes, ("FIN 48 on January 1, 2007. As part of the consolidated income tax retumn of Humana, the
Company has accrued no tax contingencies during 2008 or 2007. As of December 31, 2008, there were
no positions for which management believes it is reasonably possible that the total amounts of tax
contingencies will significantly increase or decrease within 12 months of the reporting date. The Company
files tax returns in U.S. federal jurisdiction and several state jurisdictions. As of December 31, 2008, the

tax years that are subject to examination begin in 2005.

5. Benefits Payable
Activity in benefits payabie for the years ended December 31, 2008 and 2007 is summarized as follows:

2008 2007
Balance at January 1, $13,173,185 %$14,837 658
Benefits incurred related to:
Current year 198,706,002 205,501,049
Prior year (842,169) 430,331
198,763,832 205,831,380
Benefits paid related to:
Current year 184635817 192,536,213
Prior year 11,644 8657 15,159,640
196,280474 207,695,853
Balance at December 31, $15,656,544 $13,173,185

Benefits and loss adjustment expenses payable at December 31, 2007 ultimately settled during 2008 for
approximately $942,000 less than the amounts originally estimated as a result of favorable development of
unpaid claims and claims adjustment expenses principally on dental and commercial operations. This
favorable development was generally the resuft of ongoing analysis of recent loss development trends.
Original estimates are increased or decreased as additional information becomes known regarding

individual claims. The Company has no retrospectively rated policies.

Reinsurance

The Company cedes alf of its life insurance policies in force to Protective under a 100 percent reinsurance
agreement. As a result, all presented financial statements are reported net of all premiums and claims
activity attributable to this residual business. Benefits and loss adjustment expenses payable ceded under
this contract approximated $204 million and $210 million at December 31, 2008 and 2007, respectively.
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HumanaDental Insurance Company
Notes to Financial Statements

Statutory Basis of Accounting

December 31, 2008 and 2007

7. Share Owner Dividend Restrictions

Dividends are noncumulative and are paid as determined by the Board of Directors. Dividends are subject
to the approval of the OCI if such dividend distribution which, together with other dividends or distributions
made within the preceding twelve months, exceeds the lesser of (a) ten percent of the Company's
policyholders surplus as of December 31 of the prior year, or (b) the net income for the twelve month
period ending December 31 of the prior year. The Company requested and received approval from the
OCI to pay dividends of $25.0 million and $20.0 million during 2008 and 2007, respectively. Of the
dividends paid in 2008 and 2007, approximately $18.6 mifion and $13.4 million, respectively, were

extraordinary.
8. Risk Based Capital Requirements

The Company is required to report an assessment of its solvency based upon the NAIC's Managed Care
Organizations Risk Based Capital (‘RBC") Analysis formulas. This RBC requirement, referred to as
Authorized Control Level, is the minimum level of capital deemed necessary for a health insurer based on
the assets held and business written. The State of Wisconsin has passed legislation fo adopt RBC.

The Company's Total Adjusted Capital must be equal to or above its Authorized Control Level RBC of §7.8
million or the Company, under the discretion of the Commissioner of the OCI, could be placed under
regulatory control. The Company reported capital and surplus of approximately $63.8 million and $65.6
million as of December 31, 2008 and 2007, respectively. '

9, Related Party Transactions

The Company has a written management contract with Humana and other related parties whereby the
Company is provided with medical and executive management, information systems, claims processing,
billing and enroliment, and telemarketing and other services as required by the Company. Management
fees charged to operations for the years ended December 31, 2008 and 2007 were approximately $7.7
million and $8.4 milfion, respectively, which are included in benefits incurred and loss adjustment expenses
and selling, general and administrative expenses in the accompanying statements of operations. These
fees are allocated to benefits incurred and loss adjustment expenses and selling, general and
administrative expenses based on the nature of the services provided.

As a part of this agreement, Humana makes cash disbursements on behalf of the Company which include,
but are not limited to, general and administrative expenses and payroll. Humana is reimbursed by the
Company weekly, based upon a historical pattern of amounts and timing. Each month, these estimates
are adjusted fo ultimately settle upon actual disbursements made on behalf of the Company, and any
residual intercompany receivables or payables are immediately setftled in the following month. The
Company continues to be primarily liable for any outstanding payments made on behalf of the Company
should Humana not be able to fulfill its obligations. At December 31, 2008, Humana owed the Company
approximately $0.1 million, which was received by the Company subsequent to year end. At December
31, 2007, the Company owed Humana approximately $1.9 million, which was paid to Humana subseguent

to year end.

A wholly owned insurance subsidiary of Humana insures certain professional lability risks for the
Company. Premiums for such coverage charged to operations for the years ended December 31, 2008
and 2007 were approximately $126,000 and $500,000, respectively, which are included in selling, general
and administrative expenses in the accompanying statements of operations.
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HumanabDental Insurance Company
Notes to Financial Statements

Statutory Basis of Accounting

December 31, 2008 and 2007

10. Employee Benefit Plans

1.

The Company's employees are eligible to participate in the Humana Retirement and Savings Plan (the
"Plan"), a defined contribution plan, sponsored by Humana. The Plan maintains two accounts, the Savings
Account and the Retirement Account. Humana's total contributions paid to the Savings Account and
Retirement Account of the Plan were approximately $78.0 million and $61.6 million for 2008 and 2007,
respectively. Of these contributions, the Company contributed approximately $1.7 million and §1.5 million
for 2008 and 2007, respectively.

Lease Commitments

The Company has entered into operating leases for medical and administrative office space and
equipment with lease terms ranging from one to seven years. Operating lease rental payments charged to
expense for the years ended December 31, 2008 and 2007 were approximated $2.5 million and $2.1
million, respectively. Future minimum rental payments required under operating leases as of December 31,
2008, which have initial or remaining noncancelable lease terms in excess of one year, were as follows:

Year ending December 31,

2009 3 3,205,891
2010 2,240,697
2011 1,229,019
2012 922,981
2013 421,665
Thereafter 129,459
Total minimum lease payments 3 8,149,712

12. Contingencies and Concentrations of Risk

a. Legal Proceedings: During the ordinary course of business, the Company is subject to pending and
threatened legal actions. Management of the Company does not believe any of these actions will
have a material adverse effect on the Company's statutory statements of admitied assets, liabilities
and surplus, or on the related statutory statements of operations, changes in surplus, and cash flows.
The outcome of current suits or likelihood or outcome of future suits or governmental investigations
cannot be accurately predicted with certainty. Although it is not reasonably possible to estimate
whether a loss will occur as a result of these legal maters, or if a loss should occur, the amount of such
loss, the Company does not believe any legal matters to which it is a party are likely to have a material
adverse effect on the Company's statutory statements of admitted assets, liabilities and surplus, or on
the related statutory statements of operations, changes in surplus, and cash flows. However, there
can be no assurance that any pending legal matters or any legal matters that may arise in the future
would not have a material adverse effect on the Company's statutory statements of admitted assets,
liabilities and surplus, or on the related statutory statements of operations, changes in surplus, and

cash flows.

. Economic Risks: The current recession and overall state of the U.S. economy could adversely affect
the Company’s employer group and individual business, including renewal prospects and the
Company’s ability to coltect or increase premiums. The state of the U.S. economy could also adversely
affect the budgets of individual states and of the federal government. This could result in attempts to
reduce payments in the Company's federal and state government health care coverage programs and
could result in an increase in taxes and assessments on the Company's activities. Although the
Company could attempt to mitigate or cover the Company’'s exposure from such increased costs
through, among other approaches, increases in premiums, there can be no assurance that the
Company will be able to mitigate or cover alf of such costs which could have a material adverse effect
on the Company's statutory statements of admitted assets, liabilities and surplus, or on the related
statutory statements of operations, changes in surplus, and cash flows.
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Notes to Financial Statements

Statutory Basis of Accounting

December 31, 2008 and 2007

13,

14.

15.

c. Securities & Credit Markets Risks: The volatility and disruption in the securities and credit markets
has impacted the Company's investment portfolio. The Company evaluates investment securities for
impairment on a quarterly basis. This review is subjective and requires a high degree of judgment. For
the purpose of determining gross realized gains and losses, the cost of investment securities is based
upon specific identification. In analyzing individual securities for other-than-temporary impairments, the
Company considers factors affecting the issuer, factors affecting the industry within which the issuer
operates, and general debt and equity market trends. Given current market conditions, there is a
continuing risk that further declines in fair value may occur and additional material realized losses from
sales or other-than-temporary impairments may be recorded in future periods.

Stock Option Plan

Humana has plans under which restricted stock awards and options to purchase Humana common stock
have been granted to officers, directors and key employees of the Company. These plans are considered
non-compensatory based on the provisions of SSAP No. 13, Stock Options and Stock Purchase Plans,
and consequently no compensation expense has been recognized related to these plans. FExercise
provisions vary, but most options vest in whole or in part one to five years after grant and expire ten years

after grant.

The Company's officers, directors and employees held approximately 3,000 and 3,800 options at
December 31, 2008 and 2007, respectively, with an average exercise price of $32.70 per share for both
years. Options outstanding at December 31, 2008 expire in 2016. The Company's officers, directors and
employees held approximately 31,000 and 28,000 shares of restricted stock at December 31, 2008 and

2007, respectively.
Participating Policies

For the reporting year ended 2008, premiums under individual and group life participating policies were
approximately $66,000 or 0.95 percent of total individual and group life premiums earned. The Company
accrues dividends when declared by the Board of Directors. The Company paid dividends in the amount
of approximately $150,000 to policyholders, and did not allocate any additional income to policyholders.
The Company does not have any participating accident and health policies.

Uninsured Plans

information for the year ended December 31, 2008 regarding the profitabiiity of ASO plans and the
uninsured portion of partially uninsured plans for which the Company provides administrative services

follows:

Uninsured
Dental Portion of
ASO Partially
Uninsured Uninsured
Plans Plans Total
Net actual costs in excess of
reimbursement for administrative
expenses (including administrative fees) $ (6,544,226) - $ (6,544226)
Total net other income {including
interest paid to or received from plans) 5,663,010 - 5,663,010
Net loss from operations {881,216) -~ {881,216)
Total claim payment volume $ 157,795,183 - $ 157,795,183
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Statutory Basis of Accounting

December 31, 2008 and 2007

16. Analysis of Annuity Actuarial Reserves and Deposit Liabilities by Withdrawal Characteristics

The amount of annuity actuarial reserves and deposit-type contract funds and other liabilities without life or
disabifity contingencies by withdrawal characteristics for the year ended December 31, 2008, are as

follows:

Subject to discretionary withdrawal
at book value without adjustment

(minimatl or no charge or adjustment) $ 101,378,400

Not subject to discretionary withdrawal 8.596.157

Total (gross) 109,574,557

Reinsurance ceded 108,974,557
Total (net) $ -

T
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HumanabDental Insurance Company
Schedule of Assetfs and Liabilities
Statutory Basis of Accounting

December 31, 2008

Investment income earned:

U.S. Government bonds 3 767,518
Bonds except from U.S. tax 826,397
Other bonds (unaffiliated) 1,886,662
Bonds of affiliates —
Preferred stocks (unaffiliated) 31,742
Preferred stocks of affiliates -
Common stocks (unaffiliated) 52,282

Common stocks of affiliates

Mortgage loans

Real estate

Premium notes, policy loans and fiens
Collateral loans

Cash on hand and on deposit 297,338
Short-term investments —
Other invested assels
Derivative investments

Aggregate write-ins for investment income 130,928

Gross investment income 3 3,962 867

Real estate owned - book value less encumbrances —

Mortgage loans - book value:
Farm mortgages
Residential mortgages

Commercial morigages

Total mortgage loans

Mortgage loans by standing — book value:
Good standing
Good standing with restructured terms —
Interest overdue more than three months, not in forectosure -

Foreclosure in process

Other long-term assets - statement value —

Coliateral loans
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HumanaDental insurance Company
Schedule of Assets and Liabilities
Statutory Basis of Accounting

December 31, 2008

Bonds and stocks of parent, subsidiaries and affiliates -

Book value:

Bonds
Preferred stocks

Common stocks

Bonds and short-term investments by class and maturity:

Bonds by maturity - statement value:
Due in one year or less
Over 1 year through 5 years
Over 5 years through 10 years
Over 10 years through 20 years
Over 20 years
Total by maturity
Bonds by class — statement value:
Class 1
Class 2
Class 3
Class 4
Class b
Class 8
Total by class
Total bonds publicly traded
Total bonds privately placed
Preferred stocks — statement value
Common stocks — market value
Short-term investments - book value
Financial options owned — statement value

Financial futures contracts open — current price

Cash on deposit

23

16,646,940
21,646,025
11,708,598

4,348,513
34,091,046

88,441,122

82,536,229
3,830,203
1,757,926

301,689
7,350
7,725

88,441,122

88,441,122

5,997,392

(1,425,090)




HumanaDental Insurance Company
Scheduie of Assets and Liabilities
Statutory Basis of Accounting

December 31, 2008

Life insurance in force:
industrial

Ordinary
Credit life

Group life

Amount of accidental death insurance in force under
Ordinary policies

Life insurance policies with disability provisions in force:

industrial
Ordinary
Credit life
Group life
Supplementary contracts in force:
Ordinary - not involving life contingencies:

Amount on deposit

Income payable

Ordinary - involving life contingencies:
Income payable

Group — not involving life contingencies:
Arnount on deposit

Income payable

Group ~ involving life contingencies:
Income payable

Annuities:
Ordinary:
immediate - amount of income payable

Deferred - fully paid account balance

Deferred - not fully paid account balance
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HumanaDental Insurance Company
Schedule of Assets and Liabilities
Statutory Basis of Accounting

December 31, 2008

Annuities, continued:
Group:

Amount of income payable

Fully paid account balance

Net fully paid account batance

Accident and health insurance - premiums in force:

Ordinary 3 15,490,509
Group 3 280,983,073
Credit life —

Deposit funds and dividend accumulations:

Deposit funds - account balance

bividend accumulations - account balance

Claim payments 2008
Group accident and health - year ended December 31, 2008

retated to:
2008 3 177,612,133
2007 11,286,804
20086 187,579

Other accident and health - year ended December 31, 2008

related to:
2008 3 7,081,985
2007 3 167,000
2006 % _ —

Other coverages that use developmental methods to
calculate claims reserves: '
2008 =

2007 —

2006 —
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HumanaDental Insurance Company
Investment Risk Interrogatories
Statutory Basis of Accounting

Year Ended December 31, 2008

O The Heoralental fnsurance Coopany

Address {Ciy, State and Zip Code)  DePere, & ML
MAIC Group Cote (118 NAIC Company Code 70030 Empioyvers 1D Number  1-071428)

The investment Risks Inferrogatories ars 1o bs fed by Apeil 1, They are also 1o be Included with the Audiied Starsory Finandal Swlemenis.

2nswer the blowing intemogatories by reporiing the applicable U. 8. doflar amounts and percantages of the reporfing entity's tolad admitted assets held in that calegory of
nvestments.

4, Repoiting entity's ol admitted assets as reported on Page 2 of s annual stalzment s 93 906 (31
2. Tenlarges) exposwes io a singls issuentorrowerinvestment.
1 2 3 £
Perceniage of Total
Issuer Descrintion of Exposiiie Amount Admitlad Assals
2Mm FARNIE M2 BROS % 16677613 _____ TR %
202  AESERVE 65 GOVERRGENT FLAD ERUITY $ 26582 PR o
203 COITHSN SACHS GROLP D DS $ 208318 R E %
284 NOF GERSEY 5T TPX AUTH TPK REY, BOHES, $ VAT 1B %
285 SAY% FRENCISCO CALIF CHTY & RIS, 3 16805545 AT B
206 VERIZON FIZELESS CAPITAL RRDS 5 126084 3T R
267 BERIONAL TRANSM DiST C0LB SALR B, 1 1,112,875 12 %
202 CEXTRAL ELEG CHP CORP S 3 to87. 46 12 %
200 YIRGINIA ST PUB BLDS AUTH MA BRDS 3 10788 11 %
210 SH CWOM IROTHERS YORTRAEE SEQY BOHES 3 16388 11 0%
3. Amounts and percenltages of 1he reporing entity's folal admilled assets held m bonds and prefamed stotks by NAIC raiing.
sonds 1 2 Preterred Stocks 3 4
104 MaIC s mswim . &E% % 507 PP 5 Moy o DA
302 NAIC-Z $ . 3Emmd 41 % 308 P2 5 %
103 NAIC-3 S o lFsrad 38 % 283 PRP-3 5 %
3.04 HAIC-4 $ .. miees 03 s 310 PRPA 5 %
305 NAIKC-5 $ 7.330 a0 % a3 PRP-5 $ %
3.08 NAIC-§ 3 175 o % 312 PERP-§ s %
4. Assets heid i fofeign mvesiments

Yes [X] Mo [}
s 187555 e 13w

401 Are assels held in forign nvestments fess than 2.5% «of the reparling entity's fotat admilied assels?

402 Totatadmilled asgets held in foreign investments
403 Foreign-cumency-denominated investments . 3
4.04 Insurance liabilities denominated in thal same foreign currency.

®

&«
&

it response o 4 01 above Is yes, responses are nol required for nterrogatories 5~ 10
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HumanabDental insurance Company
Investment Risk Interrogatories
Statutory Basis of Accounting

Year Ended December 31, 2008

5. Apgregate foreign investment exposurs categonzed by NAIC sovereign rating:
& Largast forsign investment exposures by country, categarized by NAIC sovereign rating:

%

7. agoregate unhedged foreign cummency exposure $
8. Aggregate unhedged foreign curmancy exposure calegorized by the country's NAIC sovereign afing.

9. Largest unhedged foraign cuTency exposures by country, categorized by the country's NAIC sovereign rating:

10, Ten largest non-sovereign (Le. non-governmental) foreign issues:

11, Amounts and perceniages of the reporiing entity's total aomitied assels heks in Canadian invesiments and unhedged Canadian CUrency Sxposure:

1101 Are assels held in Canadian investments less than 2.5% of the repofing enlity’s tola! admitled 2sseis? Yes {¥] to ]

it rasponse & 14.01 Is yes, detail is not required for the remainder of Interrogatory 11

12, Report aggregale amounts and percentages of the reporting entity's tolal admitied assels neld in mvestments with contraciua sales restriciions.
T2 (5} B[ |

12.01 Are asscis held in Investivents wilh contrackal sales restictions less than 2.5% of the reporting entify's tolal admitled assets?.
If response o 12.01 is yes, responses afe not required for the remainder of Interrogatory 12

3. Amounts and percentages of admitled assets held i the ten largest equily interests!

1301 Are assets hefd in equity interest less than 2.5% of the reporiing eniity's total agmitted assels Yes [X] fo [ ]
i response to 13.01 above is yas, responses are not required for the remainder of iInterragatony 13,
£4,  Amounts and percentages of the reporting entity’s tolal admitted assels held in nonaffiiated, privatey placed equities!
1101 are assels held in nonafisaled, privataly placed equities less than 2.5% of the reporting enfity's totaf admited assets? Yes [K} Ho |
¥ response To 14.01 aboye is yes, responses are nol reruirzd Tor the remainder of Inferrogatory 14
15.  Amounis and percentages of the reporting endity's tolal admilad assets held in general parinership interests:
1504 Are assels held in general parnarship Interests less than 2.5% of the reporfing endily's lotal admilled assets? Yes [X} Mo [ |
it response to $5.01 is yes, responses are not required for the remainder of inferregatory 15.
15, Amounts and parcentages of the repariing entity’s totat admitied assels held in mortgage foars:
' Yes [X] #a |}

15.01 Are morigage loans reported in Schedule B less than 2.5% of the reporiing entity's total admified assets?
fresponse to 16.01 above Is ves, responses are nof required for the remainder of Interrogatory 16 and interrogatory 17.
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HumanaDental Insurance Company
Investment Risk Interrogatories
Statutory Basis of Accounting

Year Ended December 31, 2008

18. Amounts and percenages of the reporfing entity's total admided assets haid in each of the five largest invesiments o real astale;

18.91

Are assels heid in real estate reported less than 2.5% of the reporting entity's iotal admilied assels?
If response 10 18.01 above i yes, responses afe ot Iequired for the remainder of Interrogatory 18.

fes [£] Ho !

19, Report aggregate amounts and percentages of the reporting anlity’s tofal admified assets held in Investments held In mezzaning real esltate loans:

ad Are assets hetd in investmenis held in mezzaning real estate loans lass than 2.5% of the repording entify’s folat admitied assets? |
i response 1o 19.01 above is yes, Tesponses are nat requited for the remainder of inferrogatory 19,

70, Amounis and percantages of the reporting entity's total admitted assats subjed (o the following types of agreements:

Yos {X} No [

At Yearend At End of Each Quarter
ist Quaarler nd Quanter 3rd Guarter
1 2 3 4 &
20.01 Securities lending agreements {do
nol include assels held as _ .
coilateral for such vansactionsy . S 5016550 B4 % 5. 2156084 5 1374085 5 §.152.412
20.02 Repirchase agreements 5 % S z A
#0.03 Reverse repurchase agreements.. & % 8 & S
20.04 Dollar reputchase agréaéments S % 5 5 s
20.05 Dollar revarsa repurchase
areament 5 % & 3 LS
21, Amounis and percentages of the reporting entity's tofal admitied assels for vamants not attached to other inanclal Instrumants, options, caps, and Toors”
Cremed ntten
4 2 3 4
21.01 Hedging .. & % 3 - %
262 Incomé generaion LY % % %
2003 e < % 5 %
22.  Amounts and parcentages of the repording entity's tolal adrsifted assets of polantia @xposure for coliars, swaps, and forwards:
At Yearend At End of Each Quarter
1st Quarter 2nd Cuarter Jrd Quarter
1 2 3 4 5
22.01 Hedging S % X z 5
22.02 income generation S % A k4 2
22 03 Replicalicns 5 % 5 4 5
22.04 Othet s % 3 5 s
23, Amounis and percentages of the reporfing entify's tolal adraittad assets of potential exposige fof Tulures contracls”
Al Year-end Al End of Each Cuarler
18t Ot nd O 3 Qr
1 2 3 4 5
23.01 Hedging s % S 5 3
23.82 Income generation S % $ 3 5
23.02 Repiications 5 % 5 5 5
2304 Ofther ] % 5 3 5
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HumanaDental Insurance Company
Summary Investment Schedule
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Fvestment Categories

Grass

Investmant Holdinas

[
Amount

Admitad Assels as Reporisd
nthe

2
Perceniagg

3
Antount

Annval Stapment

3
Porcantags

el

™

o @ N

. Bonds:

. Crthar debt znd other Bxed income secunifies (oxcluding short-tezm)!

. Equity inlatesis:

. Heal sstate invesiments:

§.245.157

8,245, 117

1.1 U.5. reasury securides

1.2 14.5. govemment aency cbligalions {exchaling morigage-backed
securifesh:

%21 bsued by LS. govemnment agentss

4,143,535

460

4,143,525

$.22 tssuad by U.5. governmesnt sp d agercias
1.2 Forsign govemiment (inchsing Canada, axcluting morigaged-backed

SOCUESS)

1.4 Securities issued by stales, Tenitories, and possessions and politcal
subdwisicns in 18 LS.

524127

1,41 Statas, leritores and possessions enerl obligat
1.42 Politicat subdvisions of stales, Ersiories and possessions and

1,975,751

5563
131

5224 527

1179781

(Y
oy
e
s

political subdivisions general obigations

884,071

¢

8 814,071

53
pr:]
=

.43 Ravenue and assessmant obf

1.44 Indusitial developmant and simiar chligations
1.5 Morigege backed securifies {inciudes residentizl and commercizl

5)

1.5t Pass-thiough securites:

14,918 707

16.574

14,810,767

1.511 issued of quarantead by GNMA
1.512 Issued or guaranteed by FNMA and FHLMO

15.952.588

18 832

% 852.588

3.081.74

3423

3.081. 714

5T
| asw
3.4%

1513 Alj other
4,52 GKIOs and BEMICs:
1.527 lssued or guazanteed by GNKMA, FNRA, FHLMG or VA

1.822 lsstred by non-U.8. Govemmant issuers and
collateralized by morlgage-backed sacurlias issued or

guaranteed by agencies sheem in Lne 1.521

1.523 Ail other

2.1 Unatfiliaed domestic socuites Includes cred lenant Joans rated by the
SVG)

12,6821

4.3

17882, 524

2.2 Unaffifinied ferelgn sacurities

2.3 hiffated socuritiss

3.1 vestmenis in mtual funds
3.2 Praformed stocks:

3.21 Attiaied

3¢ 160

5.358

349,160

635

3.22 Unalfifiatad
3.3 Publicly traced aquity saturities faxcluding preferrad stocks):

3.31 Affifaked

2 855 .52

2.9

2 658,502

3,32 Unaffiiated
3.4 Other agulty securites:

3.41 Affikiated

9.42 Unaffifiated
3.5 Cthar agulty interests including tangitde personal propedy under lase:

3.5t Afifialed

8.52 UnafBlialed
Monigags loans:

4.1 Constuction and land doval ]

4,2 Agrizuural

4.3 Singie family residendal proparties |

4.4 khifamlly residential propertiag

4.5 Coe fal loans

4,6 Megzanine rai estaiz loans

5.1 Preparty oceupied by e company
5.2 Proparty held for the production of incoma (ncluding

- S of property acouired in salisfaction of debt)
5.9 Propery hald for sule ncluding $ - proparly

acquied in ion of dabt}

Contract loans

Racabvablas for securies

13.572 768

54077

P
9y
j\:
B

Cash, cash equivalents and short-pem iny

o ME— R

ted assels

Cthar i

Toizl invasiod assels

43 070 60d

100,008

o500, 68

00.68
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